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(5) Fair market value of property ac-
quired by the borrower as part of the
project;

(6) Impact of the project on the ratio
of the borrower’s secured debt to as-
sets;

(7) Projected growth in borrower’s
system and project equity; and

(8) Amount of funds available for
plant additions, replacements and
other similar costs of the system and
the project.

(c) In determining whether the ac-
commodation or subordination is in
the interests of the Government, the
Administrator may consider, among
other matters, whether the project will
improve the borrower’s financial
strength and the assurance of repay-
ment of Government debt.

[51 FR 32430, Sept. 12, 1986. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 59
FR 43716, Aug. 25, 1994]

§§ 1744.41–1744.49 [Reserved]

§ 1744.50 Application procedures.
(a) Requests for information regard-

ing applications for lien accommoda-
tions or subordination under this part
should be addressed to the Assistant
Administrator—Telephone Rural Utili-
ties Service, Washington, DC 20250–
1500.

(b) An application for a lien accom-
modation or subordination shall in-
clude the following supporting infor-
mation:

(1) A board Resolution from the ap-
plicant requesting the lien accommo-
dation or subordination and stating the
general purpose for which the funds
from the private lender will be used,
the proposed amount of the loan, and
the proposed terms and conditions of
the loan;

(2) An opinion from counsel rep-
resenting the applicant that the appli-
cant has the authority under its arti-
cles of incorporation, bylaws, and
under applicable state law to under-
take the project;

(3) Engineering and pertinent studies
related to the projects or purposes to
be financed, when applicable;

(4) Feasibility studies with pro forma
financial statements showing the abil-
ity to repay the loan and provide an
appropriate margin or net income;

(5) Such information regarding the
environmental impacts of the project
as may be required pursuant to 7 CFR
part 1794; and

(6) Any other information or docu-
mentation deemed pertinent by the
borrower or the Administrator in sup-
port of the application.

(c) When the Administrator makes a
determination that an application for
an accommodation or subordination
will not be approved the Administrator
shall set forth the reasons therefor in
writing and furnish such determination
and reasons to the borrower within 30
days of the determination.

§§ 1744.51–1744.59 [Reserved]

Subpart C—Advance and
Disbursement of Funds

SOURCE: 54 FR 12186, Mar. 24, 1989, unless
otherwise noted. Redesignated at 55 FR 39396,
Sept. 27, 1990.

§ 1744.60 General.
(a) The standard loan documents (as

defined in 7 CFR part 1758) contain pro-
visions regarding advances and dis-
bursements of loan funds by telephone
borrowers. This part implements cer-
tain of the provisions by setting forth
requirements and procedures to be fol-
lowed by borrowers in obtaining ad-
vances and making disbursements of
loan and nonloan funds.

(b) This part supersedes any sections
of RUS Bulletins with which it is in
conflict.

§ 1744.61 [Reserved]

§ 1744.62 Introduction.
RUS is under no obligation to make

or approve advances of loan funds un-
less the borrower is in compliance with
all terms and conditions of the loan
documents. The borrower shall use
funds in its construction fund only to
make disbursements approved by RUS.

§ 1744.63 The telephone loan budget.
When the loan is made, RUS provides

the borrower a Telephone Loan Budget,
RUS Form 493. This budget divides the
loan into budget accounts such as ‘‘En-
gineering.’’ When a contract or other
document is approved by RUS, funds
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are encumbered from the appropriate
budget account. See 7 CFR part 1753.

§ 1744.64 Budget adjustment.
(a) If more funds are required than

are available in a budget account, the
borrower may request RUS’s approval
of a budget adjustment to use funds
from another account. The request
shall include an explanation of the
change, the budget account to be used,
and a description of how the adjust-
ment will affect loan purposes. RUS
will not approve a budget adjustment
that affects other loan purposes unless
the borrower satisfies RUS that the ad-
ditional funds are available from an-
other source, requests a deficiency
loan, or scales back the project.

(b) RUS may make a budget adjust-
ment without a formal request by the
borrower when a budget account is in-
sufficient to encumber funds for a con-
tract that otherwise would be approved
by RUS. See 7 CFR part 1753.

§ 1744.65 The construction fund.
(a) The construction fund is used by

the borrower primarily to hold ad-
vances until disbursed.

(b) All advances shall be deposited in
the construction fund.

(c) RUS may require that other funds
be deposited in the construction fund.
These may include equity or general
fund contributions to construction,
service termination payments, pro-
ceeds from the sale of property,
amounts recovered from insurance for
losses during the construction period,
and interest received on loan funds in
savings or interest bearing checking
accounts, and similar receipts. Deposit
slips for any deposit to the construc-
tion fund shall show the source and
amount of funds deposited and be exe-
cuted by an authorized representative
of the bank.

(d) Funds shall be disbursed only up
to the amount approved for advance on
the FRS as described in § 1744.66. No
funds may be withdrawn from the fund
except for loan purposes approved by
RUS.

(e) The disbursement of nonloan
funds requires the same RUS approvals
as loan funds.

(f) Disbursements must be evidenced
by canceled checks. The invoices and

supporting documentation needed for
construction contracts are specified in
the contracts and in 7 CFR part 1753.
Disbursements to reimburse the bor-
rower’s general funds shall be docu-
mented by a reimbursement schedule,
to be retained in the borrower’s files, that
lists the construction fund check num-
ber, date, and an explanation of
amounts reimbursed by budget ac-
count.

§ 1744.66 The financial requirement
statement (FRS).

(a) To request advances, the borrower
must submit to RUS an FRS, a descrip-
tion of the advances desired, and other
information related to the transactions
when required by RUS.

(b) The FRS is used by RUS and the
borrower to record and control trans-
actions in the construction fund. Ap-
proved contracts and other items are
shown on the FRS under ‘‘Approved
Purposes.’’ Except as noted below, the
amount approved for advance is 100
percent of the amount encumbered for
that item. Funds are approved for ad-
vance as follows:

(1) Construction—(i) Construction con-
tracts and force account proposals. Nine-
ty percent of the encumbered amount
(95 percent for outside plant), with the
final 10 percent (5 percent) approved
when RUS approves the closeout docu-
ments. When a contract contains sup-
plement ‘‘A’’ (See 7 CFR part 1753), 90
percent (95 percent) of the contract is
approved less materials supplied by the
borrower. For the Supplement ‘‘A’’ ma-
terials, which are a separate entry on
the FRS, 100 percent of the material
cost is approved.

(ii) Work orders. The portion of the
work order summary (See 7 CFR part
1753) determined by RUS to be for ap-
proved loan purposes.

(iii) Work order fund. Based on a bor-
rower’s request as described in 7 CFR
part 1753.

(iv) Real estate. Upon request by the
borrower after submission of evidence
of a valid title.

(v) Right of way procurement. Based on
the borrower’s itemized costs.

(vi) Joint use charges. Based on copies
of invoices from the other utility.
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